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2DEFENSE, DEPARTMENT OF
Proposed changes to Federal Acquisition Regulation 31.205-33 that would clarify and
strengthen the current cost principle to provide a sufficient basis to adequately
question consultant costs have been issued by the Civilian Agency Acquisition 
Council and the Defense Acquisition Regulatory Council (see the 10/21/88 Fed. 
Reg., pp. 41530-31). The proposed changes are included in sections 31.205-33 (c) 
and 31.205-33 (h) of the proposed rule. Section 31.205-33 (c) would expressly 
disallow costs of professional services to obtain, distribute, or use information 
or data protected by law or agency regulation and other costs of services which 
are intended to improperly influence the contents of solicitations, the evaluation 
of proposals or quotations and the selection of sources for contract award. 
Section 31.205-33 (h) provides that fees for professional services rendered would 
be allowable only when supported by evidence of the nature and scope of the 
service furnished. Sufficient evidence may include, to the extent necessary to 
ensure that the work performed is proper and does not violate law or regulation, 
the following: 1) Details of all agreements (e.g., work requirements, rate of 
compensation, and nature and amount of other expenses, if any) with the 
individuals or organizations providing the services and details of actual services 
performed; 2) Invoices or billings submitted by consultants, including sufficient 
detail as to the time expended and nature of the actual services provided; and 3) 
Consultants' work products and related documents such as trip reports indicating 
persons visited and subjects discussed, minutes of meetings, and collateral 
memoranda and reports. Comments should be submitted by 12/5/88 to General 
Services Administration, FAR Secretariat (VRS), 18th and F Streets, N.W., Room 
4041, Washington, D.C. 20405. For further information after reading the proposed 
rule, contact Margaret A. Willis at 202/523-4755.
INTERSTATE COMMERCE COMMISSION
A proposal to adopt depreciation accounting, a deferred tax adjustment, and current
cost of capital in developing general-purpose costs which are used in specific
regulatory applications has been issued by the ICC (see the 10/26/88 Fed. Reg., p. 
43278). The ICC said the proposal was issued in accordance with recommendations 
of the Railroad Accounting Principles Board and that the modifications are 
intended to improve the "accuracy of the Commission's general purpose costing 
system." In addition, the ICC said it proposes to adopt a transition methodology 
which will be used to recast the statutorily mandated jurisdictional threshold to 
reflect the impact of the proposed costing changes. Comments on the proposed 
policy are due 12/12/88. For further information after reading the notice, 
contact Leslie J. Selzer at the ICC at 202/275-7627.
NATIONAL CREDIT UNION ADMINISTRATION
The annual CPA audit of corporate credit unions is required to be an opinion audit by
a final rule issued by the NCUA (see the 10/25/88 Fed. Reg., pp. 42942-44). The 
revised regulation states, "The supervisory committee of a Corporate Federal 
credit union shall cause an annual opinion audit to be made by an independent, 
duly licensed CPA and shall submit the audit report to the board of directors." 
The final rule was effective 10/25/88. For further information after reading the 
rule, contact D. Michael Riley at the NCUA at 202/357-1065.
3SECURITIES AND EXCHANGE COMMISSION
The SEC voted at an open meeting 10/25/88 to release for comment a concept release
regarding the costs and benefits of requiring a timely review of companies'
quarterly financial data by independent public accountants. The SEC said it was 
considering the issuance of the concept release because one of the recommendations 
of the National Commission on Fraudulent Financial Reporting (NCFFR) was that the 
SEC should require independent accountants to review quarterly financial data of 
all public companies on a timely basis and before the information is filed with 
the SEC. The NCFFR, or Treadway Commission as it is commonly known after its 
chairman, James C. Treadway, Jr. , studied factors contributing to fraudulent 
financial reporting from 1985-87 and issued its final report in October 1987 (see 
the 10/5/87 Wash. Rpt.). The concept release invites comments on whether the SEC 
should propose a requirement that 1) interim financial data of registrants be 
reviewed by independent accountants before such information is filed with the SEC, 
and 2) a report issued by the independent accountant upon completion of his review 
be included by the registrant in its Form 10-Q and in any registration statements 
that include interim information. The concept release is expected to be published 
in the Federal Register soon.
The SEC has published in the Federal Register an interpretive release announcing that
correspondence with SEC staff regarding accountants' independence will be made
available to the public "as soon as practical after the staff response is sent or
given to the requesting party unless confidential treatment is granted'1 (see the 
10/25/88 Fed. Reg., p. 42944 and the 10/24/88 Wash. Rpt.). The interpretive 
release will become effective 11/25/88. According to the SEC, the Office of the 
Chief Accountant "responds to requests for its views on whether particular 
relationships between a registrant and its affiliates and an accountant may 
prevent the accountant from being considered independent for the purpose of 
auditing financial statements filed with the Commission by such persons." For 
further information after reading the interpretive release, contact John Riley or 
Robert Burns at the SEC at 202/272-2130.
TREASURY, DEPARTMENT OF
The discussion draft on intercompany pricing rules, concerning section 482 of the
Internal Revenue Code, has been published in the Federal Register (see the 
10/27/88 Fed. Reg., pp. 43522-81 and the 10/24/88 Wash. Rpt.). The discussion 
draft was prepared by the Treasury Department and IRS at the request of Congress. 
The draft discusses difficulties in administering section 482 and proposes a 
methodology for interpreting recent changes to section 482 made by the Tax Reform 
Act of 1986. Comments are solicited by 2/15/89. For further information after 
reading the discussion draft, contact Michael F. Patton at the IRS at 202/287- 
4851.
Ronald J. Lambert, CPA, has been appointed regional inspector for the Midwest Region
headquartered in Chicago, the IRS announced. As regional inspector, Mr. Lambert 
will direct all the audit and internal security activities in IL, SD, IA, ND, MT, 
WI, NE, MO, and MN. The IRS said internal audit conducts independent reviews of 
all IRS operations and procedures and internal security assures the highest 
standards of integrity and conduct of IRS employees. Mr. Lambert has held
4managerial positions in the examination divisions in Chicago, Birmingham, and 
Washington, D.C. and in 1983 served as assistant director of the Hartford 
District. He was appointed to the Senior Executive Service as assistant director 
of the Cleveland District in 1986 and served in that position until his 
appointment as regional inspector for the Midwest Region. Mr. Lambert has been a 
member of the AICPA since 1970.
Taxpayer interviews, strategic compliance and the tax penalty system were discussed 
in a speech presented by IRS Senior Deputy Commissioner Michael J. Murphy to the 
AICPA National Conference on Federal Taxes, held in Washington, D.C. on 10/25/88. 
According to Mr. Murphy, the IRS has developed a new training course on taxpayer 
interviews which will be presented to IRS examination's technical personnel within 
the next year. When revising the training course, Mr. Murphy said the IRS took 
into consideration AICPA comments on important ways the IRS instructors and 
examiners might misinterpret certain language, and also suggestions on finding 
additional sources of information an agent could consult before determining the 
necessity of a taxpayer interview. The IRS will adopt the "lions share" of those 
comments; however, Mr. Murphy said that in cases where an examining agent wants to 
interview a taxpayer, the IRS considers that prior administrative approval should 
not be "part of the ordinary course of business." Secondly, Mr. Murphy discussed 
the need to begin planning a compliance strategy for the 1990s, "rather than 
allowing time and circumstance to shape" IRS compliance policy. For example, the 
IRS has developed a course for small business owners and self-employed individuals 
which will be offered this fall on an experimental basis at 24 community colleges. 
If the response is positive, the IRS will consider a nationwide expansion of the 
program. Lastly, Mr. Murphy said the IRS task force on tax penalties will be 
issuing a report by year's end that will contain specific recommendations as to 
what kinds of penalties are needed in specific areas. According to Mr. Murphy, 
the current IRS penalty system has been created in "fits and starts" over the 
years. When considering the direction of tax penalties, Mr. Murphy said the IRS 
should begin by addressing general questions about the purpose and use of tax 
penalties in administration, rather than focusing on individual penalties. For 
further information or a copy of the speech (IR-88-146), contact the IRS Public 
Affairs Division at 202/566-4024.
SPECIAL: TECHNICAL CORRECTIONS BILL PASSED BY CONGRESS INCLUDES BUILT-IN GAINS PROVISION
AND TAXPAYERS' BILL OF RIGHTS
The Technical Corrections Act of 1988, H.R, 4333. passed by Congress shortly prior to
adjournment, includes two specific provisions supported by the AICPA. The
legislation includes a Taxpayers' Bill of Rights and a provision dealing with the 
taxation of built-in gains when a C corporation adopts S status (see the 9/26/88 
Wash. Rpt.). The provision requires untaxed built-in gains to be carried forward 
for 10 years; however, they will be taxed only when the entity has taxable income. 
The AICPA participated in the development of the taxpayer rights legislation which 
passed the Senate in March (see the 3/28/88 Wash. Rpt.) and which was incorporated 
in the Technical Corrections Act. H.R. 4333 must be signed by President Reagan 
before it can become law.
SPECIAL: LEGISLATION REAUTHORIZING OFPP AND REESTABLISHING CASB APPROVED BY CONGRESS
The C o n g r e s s  g a v e  f i n a l  a p p r o v a l  t o  l e g i s l a t i o n  on  1 0 / 2 0 / 8 8  p e r m a n e n t ly  a u t h o r i z i n g
the Office of Federal Procurement Policy (OFPP); the measure which also contains a
provision to reestablish the Cost Accounting Standards Board (CASB). The
5legislation, S. 2215, passed the Senate in August (see the 8/22/88 Wash. Rpt.) and 
a slightly different version, H.R. 3345, passed the House in September (see the 
10/3/88 Wash. Rpt.). The final version of S. 2215 approved by Congress clarifies 
the role of the administrator of OFPP to initiate policy and prescribe 
regulations, procedures, and forms relating to procurement and establishes a 
Federal Acquisition Regulatory Council to help manage a government-wide 
procurement policy. S. 2215 also reestablishes the CASB as having "the exclusive 
authority to make, promulgate, amend, and rescind cost accounting standards and 
interpretations thereof” for negotiated contracts and subcontracts over $500,000. 
The CASB members will include the OFPP administrator, who will serve as chairman, 
a member each from the Department of Defense and the General Services 
Administration, one member from the private sector representing industry and one 
member from the private sector who is knowledgeable about cost accounting problems 
and systems. S. 2215 must be signed by President Reagan before it can become law.
SPECIAL: AICPA ANNOUNCES 1989 SEC CONFERENCE
The Sixteenth Annual AICPA National Conference on SEC Developments will by held 1/10-
11/89 at the Grand Hyatt Hotel in Washington, D.C. The 1989 conference will 
provide participants with important information and analyses on current 
conditions, requirements and problems, as well as insight into future developments 
in the securities field. The major topics that will be covered by the 1989 
conference include: Current Projects in the Office of the Chief Accountant; New 
Developments in the Review and Comment Process; Current Developments in 
Accounting; Developments in the Division of Enforcement; Examples of Practice 
Problems in SEC Filings; Perspectives on the Accounting Standard Setting Process; 
Division of Corporation Finance Overview; Washington Issues Affecting the 
Accounting Profession; and Post Employment Benefits Other than Pensions. Two 
question and answer periods have been included in the program. The keynote 
address will be delivered by SEC Chairman David S. Ruder, and A.A. Sommer, 
chairman of the Public Oversight Board, will be a luncheon speaker. The program 
also features lectures and panel discussions by senior SEC officials, FASB 
representatives and leading professional accountants. The recommended CPE credit 
is 16 hours. For further information, contact the AICPA Meetings Department at 
212/575-6451.
6For further information contact Shirley Twillman at 202/737-6600
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